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On the Amount of Reserve made by Life Assurance Companies. 

1 HE peculiar nature of the business of life assurance must ever 
make it a matter of some diflBculty for the public to comprehend the 
statements of account put forward by Companies engaged in it. 
The difficulty is further enhanced by the variety of modes in which 
such statements are usually made up. Thus, some simply contain 
a " debit," which is stated to be the net amount of the hability 
under the Company's contracts. Others have a debit, on the one 
hand, of the value of the Company's obligations under such con- 
tracts ; and a " credit," on the other, of the value of the obligations 
by which the parties dealing with them are bound. A great variety 
of modes, too, are adopted in arriving at the value of these debits 
and credits, each of which must be understood, and the one selected 
known, before an accurate estimate can be formed of the financial 
position of any given concern. Hence, as we have hinted, the 
question of the greater or less ability of any Company to meet its 
engagements is one which those only who are fully conversant with 
the theories of the subject can definitively solve. Nevertheless, 
there are some broad indications which, in the absence of more 
refined ones, may be usefully resorted to, as in a certain degree 
measuring the capabilities of these Associations ; and which, con- 
sidering the vast importance of the question, it may be well to 
point out. Thus we may infer that the liability of Companies 
under their contracts will generally be in direct proportion to the 
amount assured and the duration of the assurances ; and hence the 
"reserves" made by them should exhibit some such proportions. 
It is true that the average duration of the assiu-ances in one Com- 
pany may be difierent from that of those in another, even though 
the age of each Company may be the same. But this is not, we 
believe, commonly the case. With a few exceptions, the incidents 
and fluctuations in the business of life assurance are common to 
all, and any particular average in one case is not likely to difier 
materially from the corresponding one in another. It is however 
to be borne in mind, that the rates of premium charged by the 
several Companies differ a good deal, and that some allowance is 
to be made on this score ; since it is evident, that of two Associa- 
tions similarly situated in other respects, and making the like 
amount of reserve, the one charging the higher rates will have the 
advantage. 

Premising these few observations, we annex a short table, exhi- 
biting in certain instances the amount reserved per cent, after a 
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given number of years. At a future day we hope to be able to 
give the Hke particulars as regards all the existing OfBces, with such 
explanatory notes as we may be favoured with. At present the 
statements issued by many do not supply the necessary informa- 
tion; and of those which do, many are not, while we are writ- 
ing, accessible. It will be observed that great irregularity exists 
in the proportions, but that extreme discrepancies are apparent 
notwithstanding; were the number of quotations increased, we 
believe the extent of these discrepancies would become better de- 
fined, and that the statement would be found useful, as calUng 
timely attention not only to insufficient reserves, but to excessive 
ones also — the Scylla and Charybdis between which it behoves 
all engaged in the conduct of these undertakings so carefully to 
steer. — Ed. A. M. 



Office. 


Years in 
operation. 


Amount 
assured. 


Estimated 

Liability under 

Assurances. 


Amount 
Reserved 
per cent 


Alfred 


12 
14 
16 
19 
20 
22 
23 
28 
28 
30 
45 
45 
47 


£. 
601,190 
815,171 
2,071,125 
2,753,657 
1,017,372 
3,892,031 
1,000,000 
1,940,530 
1,280,098 
6,336,000 
1,443,506 
2,723,513 
6,006,061 


£. 

83,223 
100,844 
206,079 

38,671 

96,918 
602,857 
138,000 
503,185 
289,933 
1,034,381 
341,178 
529,616 
715,857 


13-8 
12-3 

1-4 
9-6 
15-5 
13-8 
25-9 
22-6 
19-3 
23-6 
19-4 
11-9 


Victoria 


Scottish ProTident. . 
Metropolitan 


Scottish Equitable . . 




Palladium 

Kconomic 


Bade 


London Life 



NOTES AND QUERIES. 

Demonstration of Formula. — The following demonstration of the 

expression — — — is perhaps worth recording : — 

Since p is the annual interest of £1, this last is the present value of a 
perpetuity of p pounds, and 1— pA is therefore the value of a perpetual 
reversionary annuity of p pounds, to be entered upon at the death of A. 
But such reversionary annuity is then clearly equal to 1+p. Hence, as 

l+p: 1— pA : : 1 : ~ , the present value of £1, to be received at the 

end of the year in which A dies. — Ed. A. M. 



